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The Coal Industry 


Mr. Suarp: Why is the coal industry called a “sick” industry? During 

this present business boom, why is the coal industry going down? For 
three years the Rounp Taste has tried to secure competent and informed 
experts on the coal industry who would freely discuss, as an aid to pub- 
lic understanding of this problem, the problems of coal. Today we are 
able to present two expert participants, with many years in the problems 
of the coal industry. 
Senator Kilgore, you are a senator from West Virginia, a great coal- 
producing state, and the author of a bill dealing with the coal industry, 
now before Congress. You are the leading figure among those in public 
life who are particularly concerned with coal. What is the present con- 
dition of the coal industry? 


Senator Kitcore: It is a “sick” industry. It is rapidly sliding. It has 
not been able to pull back, because its markets, its traditional markets, in 
heavy industry, power, and others, are being taken away from it by the 
importation of cheap residual fuels and also by the production of cheap 
oils by our domestic corporations. This has thrown the coal industry 
out of gear. Of the four hundred and fifty thousand working force, we 
probably now have three hundred and seventy-five thousand working, 
many of them part time. It is hard to compute the number of men totally 
unemployed, because the operator would prefer to work part time if he 
can get enough, because he has a definite, fixed overhead to have his 
mine stand by. 


Mr. Suarp: Potter, your company is one of the large coal producers. 
You were Deputy Fuel Administrator during the war and director of the 
-oal industry for the war effort. What will the coal industry look like a 
year from now? 


Mr. Porrer: I predict that by late fall, possibly November, the coal 
ndustry will be producing about the equivalent of a three-day week. 
By that I do not mean that each mine will be working three days a week, 
secause we know that will not be so. We know that many of the mines 
vill be operating full time. But a great number of them will be closed 
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down. I estimate that there will be an equivalent of one hundred an} 
fifty thousand men out of work in the coal industry by that time. Any 
again, I want to say by that I do not mean necessarily that there aij 
one hundred and fifty thousand men laid off completely, but I mea 
that that many men are being denied full employment. | 


Mr. Suarp: Senator Kilgore, you say that this problem results prim: 
rily from the competition of other fuels. | 


Senator Kicore: That is absolutely correct. For instance, in souther | 
West Virginia, from which I come, the traditional winter market is il 
New England. Our industry is losing in New England twenty milli} 
tons of normal production, which would take care of the period of tim 
between one lake shipment and its next lake shipment time. 

It produces a metallurgical and by-product coal very valuable to tH 
nation’s economy; yet it has lost that amount of tonnage which is th} 
difference between operating a mine and not operating a mine. 


of oil. Is that right? 


Mr. Porrer: That is correct. We have always had to compete wit} 
the domestic oil industry and have competed with it successfully. Ou 
primary difficulties recently have been with the importation of not on} 
foreign crude oil but a residual oil. 


Mr. SHare: How does this competition work? Can you explain | . 
to us? | 


Mr. Porter: First, let me explain that each barrel of crude oil, ‘ 
petroleum, contains forty-two gallons. For the purposes of discussioj 
let us call it forty gallons even. Now, when a barrel of petroleum || 
refined, there is yielded approximately twenty gallons of gasoline. A 
the same time, there are approximately eight gallons of residual oil pri 
duced. Everyone knows that the gasoline is burned primarily in auti 
mobiles. But a large portion of the residual fuel oil is burned by steai 
boilers in place of coal. Because of the relationship of the price of gas 
line to the price of this residual oil, it is perfectly possible for the af 
industry to take any market of the coal industry which it desires. It |] 
a very simple procedure. All that the oil industry has to do is to rail 
the price of gasoline one cent per gallon. It works out this way: If th 


price of gasoline is raised one cent per gallon, on each barrel of cruc 
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oil refined, the refiner gets twenty cents more—one cent on each qj 
the twenty gallons of gasoline. If he wants, he can use this twenty cent 
a barrel extra from the gasoline as a means of reducing the price of t 


approximately forty gallons of oil in one bac By the increase of th} 
price of gasoline by one cent per gallon, the refiner can, as I have shown} 
reduce the price of each gallon of residual oil by 23 cents. This amount} 
to a reduction of one dollar per forty-gallon barrel of residual fuel oif 
This amounts to four dollars for four barrels. I should note that thif 
residual oil must be sold or disposed of in some way, because storag4 
tankage is too costly. Thus, if the price of gasoline is raised only on} 
cent per gallon, the oil industry is in a position effectively to reduce th} 
residual fuel price one dollar per barrel, which is four dollars for fo 
barrels, which are equal in energy to one ton of coal—thus the oil in 
dustry can reduce the “coal” price four dollars per ton. 


SENATOR Kitcore: And there is one other thing which you must rea. 
ize. In gasoline we have created in the United States what amounts to | 
monopoly. I call it a “mechanical” monopoly. Our transportation an 
everything else is geared to gasoline. Our people must have gasoline, a 

we have to change our entire transportation system. Therefore, it is | 
very safe thing to raise the price of gasoline. It has been raised fou ! 
times in the ieee nine months. | 


competition on what they can do in gasoline. 


Mr. Porter: But the production of petroleum in the United States, < 
all practical purposes, is limited. In other words, state regulatory bodi¢ 
can effectively regulate the quantity of petroleum which is =roduel| 
and thereby promote the sustaining of a price on gasolines. It was ev) 
denced just a short time ago when gasoline prices were raised. The ol 


vious purpose of that was to walk in and take more coal markets. 


SENATOR Kitcore: For instance, an example of that is that sixteen o 
of thirty-one independent refineries on the Gulf Coast alone are a 
shut down in spite of a rising price of gasoline. 
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Mr. Suarp: I would be glad to have more competition in the gasoline 
ndustry; but it seems to me that there is a way of going at that. I wel- 
some the government’s suit against the western producers which started 
his week. We will find out what kind of competition we have in the 
rasoline industry. I think we will find competition there. 

- But, now, as I understand it, Potter, you are not so much concerned 
rbout the domestic product of the oil industry in competition with coal. 
Why is that? Are you not concerned about Diesels, for example? 


| Mk. Porrer: I cannot be concerned today about Diesels, because the 
lifference of cost of operating a locomotive is not based upon the fuel 
sost but upon the labor cost. The Diesel fuel is much more expensive 
han coal; yet, from a labor standpoint, the locomotive can be operated 
nuch more cheaply with Diesel fuel. What I really object to is the im- 
yortation in the United States of Bunker C... 
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Mr. Suarp: That is the residual oil. 


Mr. Porter:... which really amounts to importing coal. And it cal 
be sold at any price. | 


residual ? 


Mr. Porter: No. I am not worried about the American production cf 
residual, because the American production of residual will be relate: 
directly to the amount of gasoline which is produced, and our econo 
obviously must be able to stand that. 


Senator Kiicore: For an illustration of this, did you realize that Por) 
land, Maine, is now rapidly becoming the biggest oil-importing con 
in the United States? 


Mr. Suarp: Then you gentlemen are both perfectly willing to meq 
the competition furnished by the oil industry so far as the oil industy 
operates domestically ? 


Senator Kitcore: Oh, absolutely. 
Mr. Suarp: It is the foreign importation with which you want to dea} 


Senator Kiicore: Of the low-cost oil, which can be paid for in whi 
we call “soft currency.” 


Mr. Suarp: Can you tell us a little more about that? 


Senator Kitcors: This oil is produced abroad. It is brought in here jj 
foreign flagships, on which the wages are very low. Therefore, it can If 
brought in cheaper than we can bring our product up from Texas, shal 
we say, in tankers. In addition to sick wages of the employees, the royal 
ties are lower. The production is much higher The cost is much cheap} 
than our domestic production. 


uae fuel, or do we? 


Mr. Porrer: We do, but it all depends upon what you are talkin 
about as “cheap fuel.” If you want gasoline raised the equivalent price |} 
forty-eight dollars a barrel in Pennsylvania and Bunker C selling at il 
equivalent of eight dollars and a half—if you want to call that “eco 
omy,” that is all right. But actually all you are doing is trading dolla 
from one in to the other. The net revenue is exactly the same. So, tl] 
public has not benefited at all. Actually the public has been harme} 
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because you are going to throw additional people in the United States 
out of employment, and we certainly cannot stand that. 


Mr. Suarp: I want to control the refineries and prevent them from 
fixing prices on the “up” side, but I do not see how you are going to do 
that by dealing with your Bunker C production. 


Mr. Porter: I am not worried about the production of Bunker C 
from the United States oil, but when you import directly the Bunker C 
itself, and you sell it at a reduced price, and at the same time you raise 
the gasoline price, then you have not effected any real economy at all. 
Let us take New England, for example. A group from New England 
has protested the fact that the coal industry has been complaining about 
the imported oil, on the theory that New England is benefiting from 
this importation. I would simply urge the New Englanders to look at 
what happened to their gasoline price just recently and take the total 
juantity of gasoline they burn versus the quantity of Bunker C and see 
now they actually came out. I would not be surprised but what it actually 
-ost them money. 


Mr. Suarp: How big an amount is involved here? 


Mr. Porrer: You mean in the importation of oil? 
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Mr. Suarr: Yes. 


Mr. Porter: In the order of eight hundred thousand barrels per da 
It has been larger, it has been smaller; but the facts are that that is tota, 
products. We have had a steady and increasing stream of the residual oi 
being shipped in on us. It is not necessarily the crude petroleum. 


Senator Kitcore: Last month’s daily importation was 885,000 bari 
rels, of which 434,000, I believe, were Bunker C. | 


Mr. Suarp: Most of it comes from the Caribbean and South America 
does it not? 


Senator Kitcore: Most of it comes, it is true, from the Caribbean and 
South America. Part of the crude comes from the Middle East. 


Mr. Suarp: But that part of the oil which causes the worst difficult 
comes from the Caribbean and South America and which is the residua 
imported as residual? 


Senator Kitcore: That is absolutely correct. It is well evidenced by 
the fact that the importations are all on the Atlantic seaboard; none ar 
on the Pacific Coast. ) 


Mr. Suarp: As I say, the consumer has to keep in mind this notion tha 


The particular claim of the coal industry is a troublesome one. 
have generally heard a good deal about high wages in the coal industry : 
Potter, what do you say about that? How does it come that we do na 


have a representative of labor here at this Rounp TasLE? 


Mk. Porrer: In this particular instance I do not think that there is anj 
quarrel between labor and management with respect to wages. The figh| 
which has been going on all the time, with respect to labor and manag¢ 
ment, has been the level of wages, simply because the coal industry fee! 
that it cannot meet these particular types of competition, and they hav 
tried to maintain the lowest possible wage scale from a competiti 
standpoint. But I know of no people, as responsible persons in the co 
industry, who are attempting or have any desire whatsoever to reduq 
the wage earnings, to reduce the wages of the members of the Unite 
Mine Workers. I personally think that they are entitled to reasonab 
and good wages, as a matter of fact, for the industry in which they sa! 

Let us not let the actual wage cost of producing coal influence us td 
much. The average wage cost of production in the coal industry today | 


THE UNIVERSITY OF CHICAGO ROUND TABLE 9 


COMPARISON OF VARIOUS FUELS USED IN 
THE UNITED STATES, 1899-1948 


(By celibate cise of Total Heat Equivalent Produced) 


saunee 
NY Lee a enetee aS 
NO NN 


PE 


DOMESTIC CRU 
\ 
IN 3 OS 


DN 
G] 


BITUMINOUS COAL AND WU 
Z Ys 


YG 


SBY 


Y. 


PERCENT 
N 


1899 1904 1509 1913 18°20 ~ 1925 330 935 1940 1945 1950 


Source: U.S. Bureau of Mines. 


only two dollars and forty cents per ton. In the delivered price of coal, 
which includes transportation, overhead, capital charges, and practically 
‘No profit, it amounts to less than the other items—in the order of 30 
per cent of the delivered price of coal. 

Now I pointed out to you that one cent per gallon on gasoline was 
equivalent to about four dollars per ton on coal. In other words, a 
slight change in gasoline price is much more than all the wages which 
I pay. I have told members of the United Mine Workers in the past that 
certain oil prices were so low that the mine workers would have to pay 
me three dollars a day to work for me; and I am sure that they are not 
going to do that. 


Mr. Suarp: Senator, I suppose that you are concerned with labor’s 
part, too? 
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Senator Kixcore: I, too. The situation is this also: The coal-miner is 
one of the best consumers in the world. When he is making wages, he} 
spends it, not altogether foolishly, either, but he likes to live well. Whe 
the coal-miner is out of work, the farmer of the Middle West suffers, 
Automobile manufacturers, for example, suffer; in fact, everybody else 
suffers when the coal-miner goes out of work. 


Mr. Suarp: We would still be getting the advantages of cheap fuel, 


on the other hand. 

Senator Kitcore: Yes, but we would be getting the advantages of | 
cheap fuel in a lot of cases at risk. It is cheaper to cut off the premium on 
your fire insurance policy, but the house might catch on fire. We might 
get into a situation where there would be no fuel. | 


Mr. Suare: A lot of these other fuels are very fine fuels. They are 
clean, and they are desirable. 


Senator Kitcore: When they are there. 
Mr. Suarp: When they are there. 


SENATOR Kitcore: That is why I say that we do not kick on domestica 
fuel. We want to know where it is, but we do not want it lost at sea i 
a tanker. 


Mr. Porrer: I would like to make a point which you are missing} 
Sharp, with respect to the cheapness of fuel. The coal industry has td 
compete with hydroelectricity. It has to compete with natural gas. It has 
to compete with oil. The public itself is the prime originator of hydro} 
electricity; and, whenever the water goes down, they expect the coal} 
industry to step in and take up that loss. You have to keep the coal in4 
dustry alive if you want that done, and you are going to have to pay the| 
price for keeping the coal industry alive. iat: Sar give you cheaper} 
cost fuels in the long run. : 

Natural gas is in exactly the same position. If gas is dumped against 
coal in the summertime and will be dumped more on the eastern seat} 


board at a cost less than coal (so that the big pipeline | can run at full 


And that problem also exists with oil. 
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Mr. Suarp: I would like not to lose sight of this labor problem, since 
I am the person who is apparently to raise whatever doubts are raised, 
about that. It is true, is it not, Potter, that labor costs per ton have gon 
up about a dollar since 1945? 


Ci 


Mr. Porter: That is correct. 


Mr. Suarp: And that is about the difference between the price of coal] 
in these eastern markets where it is competing with the residual and the} 
current price of residual? 


Mr. Porter: That is approximately the equivalent. | 
But I could have raised wages five dollars more per day if I had 


had the same oil price in effect today that I had a few years ago. So that it 
does not necessarily follow that you are getting cheaper fuel. | 


| 


Senator Kircore: Or if you had some other product, like gasoline 
which the people had to buy, upon which you could palm off the raisey 


Mr. Suarp: I want to take care of that certainly. Labor is well paid 
in this industry, is it not? 


Senator Kizcore: I say “well paid”; I do not say that it is “overpaid.”| 


Mr. Suarp: The figures presented at wage board hearings recentl 
indicated that it was one of the top. 


SENATOR Kitcore: But you must realize that the work is, to a certai 
extent, uncertain. It is not like fixed industries—steel, for example 
where one works five days a week, week after week. In the coal industr 
you have shutdowns due to mechanical breakdowns, due to loss ot 
market, due to shift-over from, shall we say, the Lakes to the seaboard 
when the men must be out of work for two, three, or four weeksj 
whether they want to or not. They are not certain of their jobs, and| 
naturally the over-all yearly wage is not an excessive wage. 


1 
i 


Mr. Suarp: How do you figure the daily wage? About what does i 
amount to? 

Mr. Porrsr: The average daily wage today is in the order of sixteen 
dollars and sixty cents, plus approximately two dollars and ten cent} 
paid to the account of the mine workers for pension and welfare fund} 


plus fifty cents per day for vacation payments. 


Mr. Suarp: So that it is a rather well-paid force. And the rate of ini 
crease, as I understand it, since 1940 compares favorably with the rate o} 
increase in other industries? | 
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Mk. Porrer: It is better, and properly so. 

Mk. Suarp: So that it has kept up with the cost of living... 
Mk. Porter: That is correct. 

Mr. Sarr: ...in a time of relatively high wages. 


Mr. Porrer: Correct. 


Mr. Suarp: I am not sure that either of these factors has any bearing 
yn the case, because, after all, the real problem is the problem of compe- 
ition. The union has to keep work; that means it has to keep the mines 
soing. 

Mr. Portrer: We do not object to legitimate competition, but I cer- 
ainly do object to competition which is highly subsidized. For example, 
he oil industry was subsidized during the war. For all practical purposes 
t is still being subsidized today. Water transportation facilities, truck 


14 THE UNIVERSITY OF CHICAGO ROUND TABLE 


transportation facilities are being subsidized. Hydroelectricity is obvious-| 
ly subsidized. | 


Mr. Suarp: You are not making things better by subsidizing some; 
thing more, however, like the coal ee 


that three hundred. 


Mr. Suarp: As a simple-minded customer, I ask you a simple-mindec | 
question. Why should we not let the coal industry decline—let 180,000 
miners, out of the calculated 450,000, go out of work? | 


Senator Kitcore: You forget the fact you will in areas produce thy 
germs of a depression and leave it up to just one situation. Coal is neces’ 
sary in the defense of this country. We must be self-containing as mucll 
as we can. We must not rely on things which come in from ae un. 
less we are absolutely forced to by a compe shortage in this countryj 
So, I am thinking of the picture in the long run, over the long pull] 
We had better pay a little more today and be safe in the eventualitied 
which may happen. For instance, the oil storage of the Port of New York 
is only four days’ supply. A bad storm at sea Hone cut the oil off. As at 
illustration, the power company up there refused to convert to oil, excep} 
to a very limited degree, because of this fear, whereas they knew that thi} 
coal would keep rolling in there if necessary. And the same applies t tf} 
the whole Atlantic seaboard and all its cities. 


Mr. Suarp: This, of course, introduces a lot of questions, and I do na 
want to suggest, Senator, that we want to be heartless about this matter} 
we want to deal with misery. It seems to me that, when you are dealin} 
with misery, you ought to direct your measures toward dealing wit} 
misery, not toward protecting an industry. We want to deal with t 
problem of depression, but that is a large problem. Do you think that th 
kind of unemployment about which we are talking is the same kind qf 
unemployment about which Potter is talking for the next fall and that j] 
would produce a major depression? | 

Mr. Porrer: That could be debated from now until next year, until 
after it actually happened or did not happen; and then all the economist 
in the world would be trying to show that it did or did not. Nobod| 
can actually answer that problem. i) 
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» What you really should consider, Sharp, is what Senator Kilgore has 
said. In the event of a national emergency, and I assume that we are 
pretty close to a cold war, if we are not actually in the cold war itself, 
the people of the United States have to decide whether or not coal is 
important as an emergency measure. I had the job of trying to fuel this 
Nation with coal during the last war, and it was quite a struggle. It is 
‘going to be much more “difficult next time. You wipe out a large portion 
of the coal industry at the present time, and you are not going to have the 
same success with fighting of the next war, if we have one, that you had 
last time. 


SENATOR Kitcore: Is it not right, Potter, that when you shut down a 
mine for any great length of time, it is uneconomical? You cannot keep 
it open, and the whole eee of coal in the area covered by that mine is 
completely lost for the future? You cannot reopen it? 


Mk. Porter: That is correct. We have discussed the national defense 
needs of coal hardly at all, and I am sure that we are not going to have 
time. But it is one of the most important factors which we have in the 
situation. 


SENATOR Kitcore: I do not want us to be like the Scotchman who 
came running down the streets of Edinburgh one day and said, “Where 
is that insurance man? He’s been trying to insure my house for a long 
time, and now my house is on fire and I can’t find him.” 


Mr. Suarp: The official position, of course, is that we are succeeding 
in our policy and are not going to have any combat. Let us hope that 
that i is true. 

Now, there are various solutions for the problem of the industry. 

Fortune, back in 1947, said that we would soon be making gaso- 
line and gas out of coal. How about that, Senator? 


| Senator Kitcore: That is still in the laboratory stage. We have made 
tremendous strides, but it takes a tremendous volume of coolant. I would 
say practically that it takes as much as the Atomic Energy Commission 
takes, and you know that we run the whole Columbia River through 
that. And it must be cold water. I do not believe that you can manufac- 
ture synthetic gas, under any known process, in the East. And think of 
the cost of shipping that coal to the West. 


_ Mr. Suarp: As costs of oil go up over the long run, however, this is a 
possible development. 
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Senator Kitcore: It is a possible development. There is this, also, te 
look at. We may be creating a complete fuel monopoly here in the oi 


: é : : ae 
companies which are importing this oil. | 
| 


Mr. Suarp: Now, Senator, how about your bill? We want to touck 
on that. 


Senator Kitcore: The bill, which I am proposing, is a short-rangg 
bill to start out with. The idea is to stabilize the industry and to keep ou: 
the cutthroats which wreck so many companies and cause so many mine: 
to shut down and to keep out cutthroat practices. And it will, of course 
affect the high-cost mines, which should be affected. But it is an effor} 
at stabilization. At least, shall I say, it is a guinea pig in the laboratory 
to get the best minds to thinking on the mroplen, of how to save thi 
industry. 


Mr. Suarp: It has to be part of a national fuel policy. 
Mk. Porter: Definitely. 


Senator Kitcore: It must be part of a national fuel policy. It is m 
hope that it is the cornerstone of one which will fully complete an arc 


Mr. Porter: It is absolutely essential to the United States to develo 
a fuel policy. If the people of the United States decide that they do n 
want the coal industry, tell us about it. I do not think that the people o 
the United States feel that way about it. I think that they realize thai 
it is absolutely necessary to have a coal industry. | 

We know that, in the past, the coal industry has supplied 50 per cen] 
of the total energy requirements, including that of gasoline. We knov 
that we are not competitive with gasoline. We chia that, for a stabll 
industry, we have to keep on supplying much of the energy require} 
ments. Until the people of the United States decide that coal does ge 
its share (which we estimate at 60 per cent of the competitive fue 
market), the coal industry is going to be in trouble and drag the national 
defense of the United States down with it. In other words, we must havi 
a national fuel policy which permits the coal industry to have its share af 
the energy market and not be kicked around by all the other availabl] 
sources of fuel. | 


we 


SENATOR Kixcore: And there is one other point. We must conserve ou] 
fuel. That is one reason for introducing this bill of mine. | 
When you shut a mine down, you lose all the coal there. It is a heritag: 
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£ our country; we do not want to shut mines down. We do not want to 
‘ose vast bodies of coal. So, we must take care of the future in the way of 
onservation there. 


"Mk. Porter: I am not an oil man, but I am quite sure that the inde- 
yendent oil industry, that is, the independent producers, would argue the 
lame way on stripper wells. You just cannot afford to throw those things 
away. The coal industry is in exactly that position. 


‘Mr. Suarp: No one can look forward to further developments in 
echnology, thirty years from now, like changes which have taken place— 
‘erosene, gasoline, automobiles, and so forth. We get very much con- 


‘erned about conservation ahead of time and then find that we have 
ilenty of what we need. - 


Mk. Porter: I am not worried about the thirty years from now. I am 
Worried about what is going to happen to the United States in the next 
hort time period. 


Senator Kiicore: I am worried about thirty years from now, but not 
that line. We must not gamble on it if we can see it. 


Mk. Suarp: The problems of the coal industry challenge our ideas of 
e€ enterprise. 

Both these experts think that the conditions of the industry require a 
legree of government central planning for both peace and war. 

‘The listener and I may hope that this kind of planning will be kept 


— 


nes 


lown as much as possible. But we will have to answer the difficulties 
rosed by Mr. Potter and Senator Kilgore. 
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